INTRODUCTION
The role of capital market in a country is related with capital flow and economic growth. Indonesia's economic growth requires funding and a sizeable investment to be able to compete regionally and globally. The number of issuers, Composite Stock Price Index, amount of outstanding shares and a market capitalization fluctuates and shows improvement for the last two years, 2015 and 2014. In addition, the amount of outstanding shares fluctuates as well and tends to decline by 9.06%, but the value of market capitalization increases by 23.92% (www.idx.co.id, 2014). The increasing number of issuers improves capital market performance so as to open opportunity for investors to increase their investment activities. Decision of investors to use capital market for investment activities is classified as financial assets. The behavior of investors to buy and sell financial assets is a strategic decision, because it is related to the return they gain. The individual investor's behavior in investment decision on financial assets is something interesting to study.
Based on the number of shares owned by the investor, it was found in the study by Barber and Odean (2001) with sample by 78,000 investors in the US that the average number of shares held is 2 and 3 and the percentage of investors who are able to earn returns above the market index is 49.3%. In the previuous year, Barber and Odean (2000) conducted a study using household investors as the respondents covering 35,000 investors for six years. This study found that male investors make transactions 45% more often than female investors, even the single male investors transacted 67% more frequently than that of single female investors. The interesting finding of this study is that due to the different trading frequency, male investors' net profit reduced as much as 2.5%, while only 1.72% for female investors. This difference indicates that the female investor', ultimately, are more prosperous than male investors. Talar (2004) found that the dominant factors affecting the decisions of daily stock transaction are technical, foreign investors, stock liquidity, as well as rumors.
The purpose of this study is to examine the influence of risk perception on investors' confidence in the stock exchange, to explain the influence of psychological factor on investors' confidence and explain the effect of stock market confidence on the stock performance.
THEORIES AND HYPOTHESES
Investing is simply defined as placement of money or funds with the hope to obtain additional money or funds. Investment is also defined as the commitment of a number of funds to one or more assets to be held for some time to come. Investment as a commitment to the number of funds or other resources is done at this time with the aim to make a profit in the future (Salge et al., 2015; Linnenluecke et al., 2016) .
From the above definition of investment, it can be inferred that investment consists of three elements, namely expense or sacrifice of resources at the present, then, an element of risk uncertainty and return in the future. Someone who invests has different motives. For instance, to meet liquidity needs, to save for retirement, to speculate and so on. Investments can be classified into two categories: investment in real assets, namely the tangible fixed assets and another category is investment in financial assets. This research focuses on the study of financial assets in the form of marketable securities traded in the organized market/stock exchange.
Types of investors are described in the studies by Grinblatt and Keloharju (2001) , Hui and Li (2014) . All investors can be classified into three: (1) a conservative investor, the type of investors who tend to avoid risks, play in investment instruments and low risk, (2) moderate investors, namely investors who have high levels of tolerance for higher risk with commensurate results, (3) an aggressive investor, that is, an investor who hase high risk tolerance level, with the principle of high risk return even at extreme scale. This type of investor can be viewed as a speculator. In addition, traders are classified into five, namely: scalpers, day traders, swing traders, position traders and investors. The differences of type of trader are shown in Table 1 .
Behavioral finance is studied to explain the market inefficiencies using psychological theories. In practice, it is observed that an individual oftentimes makes mistakes and illogical assumption Topics in behavioral finance consist of: (1) Behavioral Microfinance (BFM), which examines the behavior or biases of individual investors that distinguish them from rational individual as in classical economic theory, (2) Behavioral Macrofinance (BFM) to detect and describe anomalies in the efficient market hypothesis described in the model behavior. This study focused on BFMI, the study of the behavior of individual investors, in order to identify psychological biases and investigate the behavior of the asset allocation decision so as to reduce bias in the investment process.
Lucey (2005) conducted a survey on the influence of the feeling of investors in equity prices and also developed the theory to explain the emergence of the findings in this area. This study examines the impact of environmental factors such as weather, biorhythms of the body, and social factors that affect the image of the mood of investors that has an impact on investment decisions. The research findings are:
(1) investors invest in a manner which is consistent with their feelings, (2) feelings' effect on equity prices, (3) the weather, biological cycle of the body, disruption of sleep patterns, the lunar phases, social activities and the effect of mood on decision-making.
Furthermore, Worhington (2006) (1) individuals who are more extrovert and less masculine have a greater preference for innovation and achieve superior portfolio performance, (2) individuals who have higher negative emotions tend to take higher risk and more often to choose higher risk portfolio, (3) the higher negative emotions of individuals who have a tendency of taking higher risks are also related to increase in trading behavior, while investors who are more extrovert were found to have a lower tendency toward trading behavior and (4) the role of psychological gender is better than the biological gender in analyzing the investors behavior.
Several studies in Indonesia were conducted by Natapura (2009), Kartika and Iramani (2013) , Wulandari and Iramani (2014) with respondents in Surabaya and showed that the factors considered by investors in investing in the stock market is a source of neutral information, accounting information, and demographic. In data addition, some factors such as risk perception, confidence factor, the experience and psychological factors also emerged as the decisive factor for stock investment decisions. The study by Maulina (2011) on the information asymmetry and period of ownership of ordinary shares on the stock exchange using the method of path analysis showed that the average investor holding ordinary shares for two years and, in general, all investors are more oriented towards short-term investments with the expected capital gains rather than dividends.
Research on fundamental variables in predicting stock return is done by Yanti (2012) on the object of observation shares of Shariah in Indonesian Stock Exchange. Using path analysis found that the investment strategy of the investors in the shares of Shariah is a priority to fundamental information Price Earnings Ratio (PER) and stock return. Based on the description above, the model of the research hypotheses as follows:
Based on Figure 1 , hypotheses of this research are:
H1: Risk perception has a significant effect on stock market confidence.
H2: Investor psychology has a significant effect on stock market confidence.
H3: Confidence in stock market has a significant effect on stock market performance.
METHODOLOGY

Data and operational variable
Data used in this research are primary data obtained by using a questionnaire. Purposive sampling is used to identify respondents based on these criteria: (1) investors are still active in trading common stock, (2) investors have been involved in capital market as investors for at least two years, (3) investors are not directly involved in the government strategic decision making or as government officials. The analytical unit of this research is individual investor. The data collection period is three months (March-May, 2016). Data collection was performed using questionnaires and direct interviews. The result is 100 valid data.
The variables used in this study are divided into exogenous and endogenous. Exogenous variables consist of risk perception, the psychology of investors, confidence in capital markets, while the endogenous variable is the performance of common stock. To measure the variables, Likert scale was employed. The scale includes an interval of 1 Table 2 below.
Data analysis
The instrument to collect data in this study was a questionnaire prepared using 5-point Likert scale. 
EMPIRICAL RESULTS
100 quesionares were collected from the respondents (investors) in Palembang during April-June 2016. The demographic data of the investors are shown in Table 3 .
According to Investor's phychology is reflected in three indicators, namely cognitive, affective and cognative. Stock market confidence is a reflection of the level of return obtained in the purchase and sale of shares. This variable measures the motivation of an investor in the capital market. Measurement of this variable is reflected by three indicators of accounting and financial information, information from the media and the recommendation of friends. The description of the respondents for these variables is shown in Table 5 . The dominant indicator of this variable is the accounting and financial information with the amount of the average 3.42. The results of this description suggest that investors in Palembang, before making a purchase and sale of common stock, will pay attention to the company's fundamental information that is most often done using the company's financial report data source. Stock market performance is the response of investors in the capital market. Stock market performance in this study is reflected by indicators of capital gains and dividend periodically. Capital gain is measured by three items, namely, stock prices continuing to rise, constantly monitoring prices and make purchases on a daily basis and orientation to the stock price. Based on these three items, the stock price increases have the highest response from investors in Palembang.
Indicator shows that the distribution of profit as dividend obligations to the company's shareholders on average is 3.50. Referring to the average Note: Average stock index performance (x): 25.00% with mean 3.58. Intepretation index value is 10-40% = Low; 41-70% = Average; 71-100% = High.
perception index it can be concluded that the responses of investors in Palembang in buying and selling stock is low at 25% with the average of 3.58. These findings indicate that the investors are oriented towards capital gain.
Descriptive statistic of the data is important to see data distribution. Table 7 shows that the lowest value of the variable risk perception is 2.73 and the highest is 4.47 with mean of 4.463 and standard deviation of 0.396. The standard deviation value which is smaller than mean indicates that the data are spread evenly so that it can otherwise be normal. The difference between the highest value and the lowest due to the characteristics of each respondent is different and can be seen from the respondents age of 35% or < 20-25 years. This can affect the perception risk of investing in stocks that a high level of risk.
Investor's psychology, which is reflected by three indicators, namely, cognitive, affective and cognative shows the highest value of 6.63, the lowest 1.50, mean and standard deviation of 4.56 and 0.55. The average value is greater than standard deviation and indicates that the data are normally distributed so that it can be stated that there are discrepancies among respondents with respect to the perception of the psychology of knowledge about the capital market, the target return and risk and emotional factors. Stock market confidence shows investors' perceptions in gathering information to analyze the decision of buying and selling shares. The lowest value of this variable is 2.0 and the highest 4.6 indicating that respondents have different perceptions toward accounting and financial information, gathering information from the media and asking for a favor from their friends.
Stock market performance is reflected in the amount of capital gain and dividends and shows the desire of investors on financial assets. The lowest value is 2.43, the highest is 5.0, the mean is 3.57 and the standard deviation is 0.54. Capital gain reflects the difference between the purchase price and selling price of shares. The higher this difference, the higher stock performance and investor expectations. Dividend is a shareholder right so that long-term investors will look at the fundamentals of companies in various aspects. The most aspect is the growth of sales and profit growth.
The was conducted important by using a questionnaire to determine the reliability and validity. If valid and reliable, the can be used for testing the hypotheses that have been proposed. The reliability test results are shown in Table 8 . composite reliability shows that all the variables is reliable. In addition, the value of Cronbach's alpha with the provisions of 0.7 to 0.5 is still acceptable meaning that the instrument used is reliable. From Table 8 , it is seen that highest value of Cronbach's alpha is investor's psychology. It means that the reliability of each item in the statement is consistently reflected in the studied variables. The indicators of investor's psycho logy variables in this study consist of cognitive, affective and cognative and, so, are called the three important things for an investor in the buying and selling shares in the capital market. Testing discriminant validity is conducted by looking at the correlation between variables. Validity of a variable will be indicated by high value correlation. The high correlation value reflects that the research instrument is valid. Table 9 shows that the correlation between variables is so high that it can be concluded that the instruments are valid.
Testing linearity in this study is done using a curve fit with reference to the principle of parsimony. The recapitulation hypotheses test results are shown in Table 11 . Table 11 shows that all the hypotheses are accepted. They indicate that investors in Palembang in investing are financial assets, all items of the research intruments are well explained. Theoretically all variables used in this study based on the concept of behavioral finance will be a strong concept to predict the stock market performance. 
DISCUSSION
The results show that the risk perception of the stock has a significant positive effect on stock market confidence. It means that the high risk perception in the investment in stocks will further boost investor's confidence in investing in the stock market. This study provides the empirical evidence that investors in Palembang when trading stocks understand the risks inherent to financial investments. Thus, the finding supports the first hypothesis (H1 is accepted).
On average, investors in Palembang have moderate risk characteristics. This type of investors belongs to long-term investors. This type of investors is deemed as rational investors meaning that the main purpose of the investment is longterm and has a high level of control and the tendency of selective observation (Natapura, 2009 ).
The findings (Takeda et al., 2013) show level lite racy the of investment and individual investor's overconfidence in Japan with the number of respondents 533 men and women aged above 20 years and as investors showed that the level of literacy of high investment can lower overconfidence. Durand and Sanghani (2008) tested the relation between the level of investor personality that consists of individual extroverted and introverted in Australia. The finding reveals that individuals who have high emotion tend to take high risk or classified as risk taking affecting confidence in the performance of equi ty portfolios. Table 11 reveals that investor's psychology has a significant positive effect on the level of confidence in the capital market. These finding demonstrates empirically that investor's psychology is reflected in the nature of cognitive, affective and cognative indicators is able to increase investor's confidence in the capital market. Psychology of investors is important, as it relates to the level of return that will be earned in the future. The findings of this study are in accordance with the theory of individual behavior in the context of the trilogy of mind (Hilgard, 1980; Mayer, 2001 ) that each behavior in decision making will be reflected in individual's psychology. Decisions under conditions of uncertainty or risk discussed in prospect theory that fairy individuals are associated with a range of decisions are clearly irrational (Kirmizi & Agus, 2011; Subekti et al., 2010).
The finding proves that the level of confidence in capital markets has a significant positive effect on the performance of shares purchased by investors. Table 11 
CONCLUSION AND FUTURE STUDIES
The decision to purchase and sell common stock is affected the ability of the investor to manage the risk as a response to risk perception. This study proves that the understanding of risk perception is able to control the level of confidence in investing. Furthermore, investor's psychology about the nature of individual investors is reflected by the cognitive, affective, and cognative characteriticsis and is able to influence the level of convidence for stock investments. Both of these factors affect the decision of buying and selling stock which is reflected in dividend and capital gain as the total return. Future researches can be conducted again with research topic based on the concept of behavioral finance, because currently Indonesian capital market can be used as a source of revenue by individual with the risk that can be managed.
